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In a somewhat surprising report, on Aug. 16 the Finance Secretariat (Secretaria de Hacienda y
Credito Publico, SHCP) estimated Mexico's GDP growth rate for the second quarter of the year at
the unexpectedly-high rate of 3.8%, bringing GDP growth for the January-June period to 2.2%. The
high growth rate reported by the SHCP took officials and independent economists by surprise, since
most private and government forecasts had projected growth of about 2% this year. GDP growth in
the January-March quarter was only 0.4%.
The SHCP attributed the high rate of growth to a combination of three factors: low inflation, which
reinforced confidence among investors; an increase in exports of non- petroleum products; and
growth in government expenditures for public works projects. The report said the agricultural,
industrial, and service sectors experienced the highest growth compared to other sectors during
April-June. Growth was limited, however, by reduced productivity in some specific areas that have
remained depressed for months, including the production of wood and paper, textiles, and tobacco.
According to the SHCP, the strong performance of the industrial sector, which grew by 2.3%, was
led by an increase in projects involving commercial construction and electricity generation. The
agriculture sector, which grew by 5.1%, received a boost from increased production during the
autumn-winter cycle. The SHCP report said productivity was especially higher for basic foodstuffs
such as corn, rice, and beans, as well as for a number of fruits and vegetables, such as apples,
bananas, green chile peppers, oranges, and strawberries.
Despite the seemingly positive GDP statistics, some analysts questioned the SHCP report,
suggesting that there was little evidence to indicate a recovery of such magnitude, especially when
GDP growth was reported at only 0.4% during the first quarter of the year. Analysts were quick
to point out that any growth was stifled by prevailing high interest rates and Mexico's high trade
deficit. Indeed, the trade deficit was largely based on an increase in imports of manufactured goods,
which tend to compete against domestic production.
One financial columnist went as far as to suggest President Carlos Salinas de Gortari's
administration may have doctored the report to boost the candidacy of Ernesto Zedillo of the
governing Institutional Revolutionary Party (PRI) in the Aug. 21 elections. "The surprising recovery
of the economy in its most recessive phase has raised suspicions among analysts of both the public
and private sectors," said columnist Marcos Chavez in El Financiero daily newspaper.
The high GDP growth rate for the second quarter also ran counter to predictions by many private
and government analysts. In fact, two days before the SHCP report, the Private Sector Center for
Economic Studies (Centro de Estudios Economicos del Sector Privado, CEESP) released a report
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suggesting that the difficult economic climate following the uprising of the Zapatista National
Liberation Army in Chiapas, the assassination of PRI candidate Luis Donaldo Colosio, and the
kidnapping of two prominent businessmen severely hampered economic growth in JanuaryJune and would probably limit the country's overall GDP growth for the year to 1.8% or less.
Notwithstanding the skepticism, some firms are now revising their growth estimates for the
year. On Aug. 18, the US brokerage company Bear Stearns published a new financial report that
forecasts Mexico's GDP growth for 1994 at 3.1%, given the 3.8% GDP growth reported by the Salinas
administration for the second quarter of the year. David Malpass, author of the Bear Stearns report,
said that the company's forecast assumes that GDP growth for the second half of the year will be 4%.
He said this growth rate is "attainable" given recent economic trends in Mexico, such as reduction in
interest rates and a strong US economy, which serves as reference point for the Mexican economy.
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